EXHIBIT K

THE LOAN CLOSI NG
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THE LOAN CLOSING

The | oan cl osing process appears to be a very intimdating
process. However, wth the help of ©professionals
(attorneys and title conpanies), the process can work very
snmoothly. The key is preparing a checklist, outlining the
responsi bl e parties, est abl i shi ng tinme franes,
securing/preparing the required docunents, setting-up the
closing and the loan closing itself. The | oan closing
Wil | differ depending on the type of loan (i.e
construction, working capital, acquisition, etc.).

Upon approval of a loan by the Loan Commttee, the first
action itemis to prepare the Loan Commtnent. This Loan
Commitnment details the ternms and conditions of the |oan
Upon acceptance of the Loan Commtnent by the borrower,

the lender can determne if all the parties are in
agr eenment . This step includes reviewng all ot her
| ender's Loan Conm tnents. A pre-closing conference nmay
be helpful to establish the required docunents and
rol es/responsibilities. A loan closing checklist should

be prepared at this point in the process.

The next step is the preparation/submttal of required

| oan cl osi ng docunents. Preparation will be done by both
the borrower and the | ender. Submttals will be nmade by
the borrower and other |enders. The Ilender's attorney
wi |l prepare nost of the required docunents. |If an escrow
is involved, the lender wll prepare l|ender's escrow
i nstructions. This may include lien searches on real

and/ or personal property.

Upon execution of the required docunents/agreenents and
satisfaction of the conditions precedence to close the
| oan, the loan is closed. D sbursenent of funds nmay occur
at the close of escrow or over a period of time as costs
are incurred.

| medi ately upon the <close of escrow, key docunents
(Prom ssory Note, etc.) should be filed in a fireproof
vault. Copies should be placed in the original |loan file.
The legal file should be conpleted and a tickler file
established on itens due over tine.



LOAN CLOSING DOCUMENTS

Loan closing is a very critical phase of operating a

successful | oan program It is conplicated and an
attorney and title conpany should be used to close nost,
if not all, |oans. The followng is a sumary of the
typi cal key |l oan closing docunents.

* Commitment Letter: The Commtnent Letter outlines
the specific ternms and conditions upon which the |ender
will nake the |oan. The Commtnent Letter includes all
condi tions, contingencies and tinme franes for t he
comm t nent .

* Loan Agreement: The Loan Agreenent is the key |ega
docunent between the borrower and the |ender. The Loan

Agreenment contains all the ternms and conditions of the
loan and outlines the rights, responsibilities and
obligations of both the borrower and |ender. Thi s
i ncludes any special CDBG and |oan program requirenents
(1.e. jobs, etc.).

A sanple Loan Agreenent is attached in Exhibit A The
Loan Agreenent should be either drafted or reviewed by the
attorney involved in closing the | oan.

A Loan Agreenent is required for every | oan.

* Promissory Note: The Prom ssory Note obligates the
borrower to repay the loan. The Prom ssory Note lists the
anount of the loan, interest rate, and | oan term

A sanple of a Prom ssory Note is attached in Exhibit E.
A Promi ssory Note is required for every | oan.

* Deed of Trust: A Deed of Trust is a specific lien
execut ed agai nst real property pledged as collateral. The
Deed identifies the specific piece of real property
pl edged as collateral. A properly executed and recorded
Deed of Trust is critical to establishing the I enders |ien
agai nst the property pledged as collateral. The Deed nmay
be against the real estate being financed, personal
resi dence, and or other real estate.

The Deed of Trust nust be recorded to be recognized. The
Deed is recorded at the County.

A Deed of Trust is always required when real property is
pl edged as col |l ateral.
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* Uniform Commercial Code (UCC) Filing: A UCC- 1

filing is a specific |lien against personal property
(machi nery, equi pnent I nventory, etc.) pl edged a
collateral. A UCC-1 typically defines each specific asset
pl edged as collateral, although many |enders take bl anket
liens on all current and future assets. It is inportant

that the UCC-1 filing be properly filled out, including
checking the box to ensure that proceeds from the sale of
any asset pledged as collateral is also pledged. The UCC
lis filed wwth the Secretary of State.

It is a good idea to file a UCC-3, which is a request for
i nformation, several days after filing the UCC-1 to ensure
the UCC-1 is filed correctly. A UCC-1 nust be renewed
periodically, so this needs to be noted in a tickler file.

The UCC- 1 usual |y applies to nost transacti ons,
particularly where machinery, equipnent and inventory is
being financed. A UCC-1 can also be filed on real estate
transaction as a general security lien.

* Guarantee: A CGuarantee (either business and/or
personal) is a general lien against the assets of the
party providing the guarantee. In the case of a business
guarantee, a lender, in the case of a default, has the
right to foreclose wupon the business and take the
remai ning assets that remain after specific liens have

been addressed.

A personal lien allows the |ender, upon default on the
| oan, to foreclose upon personal assets of the party
(usual l'y the business owner) providing the guarantee.

Guarantees, particularly personal guarantees, are used in
user transactions and/or where the lender is in a
subordi nate position or the collateral is weak.

* Insurance: The transfer of a borrowers right to
i nsurance proceeds is inportant to protect the lender in
the case of an event. If the case of the partial or

conpl ete destruction of a building housing a borrower, the
| ender should have the ability to have the anpbunt due on
the loan repaid to the |lender by the insurance conpany.
Therefore, the lender should have an assignnent of Hazard
| nsurance at closing of the |oan. A copy of a standard
hazard insurance policy issued by an acceptable insurance
conpany i s acceptabl e.

As evidence, the insurance policy should be provided
showi ng that it has been paid. The policy should be in an
anount greater than the loan or 100% of the insurable
value of the property, wth extended coverage as deened
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necessary. The policy should contain a standard nortgagee
| oss payabl e cl ause assigned to the | ender.

Assi gnnent of Hazard |nsurance should always be required.
It is inportant that the insurance policy have the |ender
as beneficiary.

If the real property securing the loan is in a flood zone,
it is inportant that flood insurance be required and
assigned to | ender.

|f the success of the business is tied to one or severa
key individuals, the |ender should require life insurance
policies to be assigned to the lender. This can either be
existing policies or a new policy. The policy would nane
the lender as beneficiary of the insurance in case of
death or disability while the loan is still in place.

It is inportant to consult with an attorney to ensure that
the i nsurance assignnents are correct.

* Title Insurance: \WWen real property is involved in
the transaction, either acquired and/or inproved by | oan
proceeds, and/or used as collateral for the loan, title
i nsurance should be required. The type of title insurance
(CLTA or ALTA) policies required, specific endorsenent and
whet her a binder should be issued is conplicated. It is
strongly advised that the |lender work with an attorney and
title conpany to determne the best policy to protect the
loan. A review of title exceptions is inportant to ensure
that only those exceptions acceptable to the lender are in
prior position.

* Corporate Resolution to Borrow: A general resolution
that describes who is enpowered to borrow on behalf of a
cor porati on. A separate Certificate, or part of the

corporate resolution should state that the corporation has
agreed to the | oan.

For corporations, these docunent(s) should always be
required.

* Opinion of Counsel: The opinion of counsel verifies
that the business is a legal entity, is enpowered to
borrow and has no existing or pending litigation.

* Intercreditor Agreement: An Intercreditor Agreenent
is used when there are two or nore lenders with clains
agai nst the sane collateral. The Intercreditor Agreenent
sets forth the obligations of the lenders to each other
Wi th respect to foreclosure.



* Subordination Agreement: A Subordi nati on Agreenent
is required when, as a condition of your |oan, another
existing lender is required to subordinate to your | oan.

* Other Doc
a | oan i ncl ude:

* Certi

uments: O her docunents necessary to close

ficate of Good Standing (Secretary of

State)

Cost

Loan
Conpl

* %k X Ok X F X F

Articles of I|ncorporation/By-Laws
Part ner shi p Agreenent

Appr ai sa

Esti mat es

Construction Contracts
Phase 1 Envi ronment al

Commitnents From & her Lenders
ete Loan Application

In any closing of a |oan, |egal counsel should be

i nvol ved.

A title conmpany is al so usually involved.



REVOLVING LOAN FUND

PRE-CLOSING CHECKLIST

A copy of the construction contract between the
busi ness and the general contractor.

A copy of the final construction/rehabilitation plans
stanped by the appropriate |local agency - city
bui | di ng depart nment.

A copy of the Construction Contractors Performance
Bond (100% Performance, Labor and Material Bond -
owner as obligee).

A copy of the building permt.

A letter froman insurance agent, stating that hazard
insurance will be in effect upon closing of the |oan,
nam ng the Lender a nortgagee. | nsurance should for
the total anmount of the project.

A copy of the contractor’s workers’ conpensation and
Bui | ders Ri sk Policy.

A lien form (UCC 1) on all machinery and equipnent,
inventory and accounts receivable to be held as
col | at er al

Copy of +the purchase agreenent between buyer and
sel l er.

Copy of the Loan Conmm tnent Letter.
Execut ed Loan Agreenent.

Prom ssory Not e.

Deed of Trust for Real Property

Any Personal and/or Corporate Guarantees
Assi gnnent of Life Insurance

Copy of Corporate Resolution to Borrow
Opi ni on of Business’ s Counsel

I ntercreditor Agreenent

Subor di nati on Agr eenent

Appr ai sa
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Copy of all Loan Comm tnents from ot her
Part ner shi p Agreenent

Certificate of Good Standing
Articles of Incorporation/By-Laws
Resol uti on of Board

Non- Fi nanci al Enpl oynent Agreenent
Personal Credit Report(s)

Personal Tax Returns

Corporate Financial Statenents

Cor porate Tax Returns

Lease or rental agreenent

Escrow | nstructions

Lenders



REVOLVING LOAN FUND

SAMPLE ESCROW INSTRUCTIONS

Send to Title Conpany or Bank Escrow Oficer. Ref er ence
the Escrow nunber obtained from Prelimnary Title Report.

Put

1

inletter format.

ldentify parties of the transaction. G ve Escrow
Nunber if you have had one assigned in Prelimnary
Titl e Report.

- Nanes
- Legal Structure (if business)
- Addr ess

Recite intentions of above parties

- I dentify Buyers and Sellers

- | dentify Sources and Anmpunts of Financing

- ldentify Role and Duties of all Parties

- ldentify Order of Priority of Parties to
security
or collateral

ldentify all docunents submtted.

- Loan Agreenent(s)

- Prom ssory Note(s)

- Deed(s) of Trust (ldentify position for filing)
- Assi gnnent (s) of Deed(s) of Trust

- Noti ce(s) of Default

- Per sonal and Corporate CGuarantee(s)

- Checks - including naker, anmount and payee

- Any ot her appropriate docunents

| nstructi ons and Authorizations to Escrow Ofi cer.

- Del i very of Checks and/or docunments

- I nsertion of dates and conform ng of docunents-
all dates sane

- Recordati on of Docunent s after si gnat ures
obt ai ned

- Di sbursenent of Checks and/or funds

- | nsurance and delivery of Policies of Title
| nsur ance

- Del i very of other docunents

- Return of original docunents

- Bill the borrower for any charges incurred for
your services
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5. Conditions to be nmet prior to Recordation.

Sanpl e language: “You are authorized to record the
appropriate docunments and disburse our deposited check
when the follow ng conditions have been net...... ”

Hazard insurance on fixed assets (specify anmount and
assi gnees)

Signing of the construction contract.
Proj ect surety bonding (specify type and terns.

O her policies of insurance (life & liability,
speci fy anounts and assi gnees)

Evi dence of appropriate |icenses and permts.

Endorsenents of Title Insurance
NOTE: It is essential that project escrow instructions be

reviewed by an attorney prior to submttal to the
Titl e/ Escrow Conpany.
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Agent DATE:
Titl e Conpany

Addr ess

Cty and State

Dear :

You are in the process of closing an escrow for the

pur chase of . The purchasers are __
The of will be nmaking a
loan from the Revol ving Loan Fund in the
amount of $ . The terns of the loan will be
______ years at percent interest. The
loan would be fully anortized over a year
peri od.

Prior to disbursing the funds from escrow you should
conplete the following |ist of itens:

1. Have four (4) originals of the |oan agreenment signed
and return themto ne for si gnat ure.

2. Prepare not e and second Deed of Tr ust
Cal i forni a. This should also include assignnent o%
rents. The will subordinate to a
$ loan fromthe Bank.

3. Place a Deed of Trust in the anount of
$ on

4. Have sign both originals of t he
Guar ant ee Agreenent provided and return themto ne.

5. (bt ai n evidence of Life Insurance on in
the amount of $ , assigned to

6. (btain evidence of Fire and Liability insurance on
both properties being used as collateral. A m ni mum
of $ on the properties. is to be
added as | oss payee on both properties.

7. Collect $ as a Loan Oigination fee for the

of

8. All fees to be paid by the Borrowers.

After the above activities have been conpleted, and prior
to the disbursenent of the Funds, we would like to review
t he docunentation for conpl eteness.

Pl ease l et ne know if you have any questions.
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Si ncerely,
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